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INTRODUCTION  TO  THE  PUBLIC  ACCOUNTS  OF  MANITOBA 


The  Public  Accounts  of  the  Province  of  Manitoba  are  prepared  by  statutory 
requirement,  in  accordance  with  the  Financial  Administration  Act,  which  is 
Chapter  F55  of  the  Continuing  Consolidation  of  the  Statutes  of  Manitoba.  The 
Public  Accounts  for  the  fiscal  year  ended  March  31  ,  1988  consist  of  three 
volumes : 

VOLUME  1  contains  the  Financial  Statements  of  the  Consolidated  Fund  of  the 
Province  and  schedules  of  supporting  information. 

VOLUME  2  is  a  supplementary  volume  which  contains  further  details  of  the 
expenditures  by  standard  expenditure  object  codes.  It  also  provides  details  of 
the  salaries  and  wages  paid  to  employees  as  well  as  payments  to  corporations, 
firms,  individuals,  other  Governments  and  Government  Agencies. 

VOLUME  3  contains  the  Summary  Financial  Statements  of  the  Province.  This  is  the 
first  year  that  these  statements  are  presented  in  this  form.  The  long  range 
intent  of  these  statements  is  that  they  will  reflect  the  consolidation  of  the 
operations  of  all  organizations  integral  to  the  overall  operations  of  Government 
in  performing  its  executive  function.  At  this  time  however,  only  the  operations 
of  Manitoba  Properties  Inc.,  Manitoba  Properties  Leasing  Inc.  and  Manitoba 
Properties  Management  Inc.  are  consolidated  with  those  of  the  Operating  Fund. 
The  Department  of  Finance  is  working  to  reflect  the  financial  operations  of  the 
other  organizations  in  future  Summary  Financial  Statements. 
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INTRODUCTION  TO  THE  SUMMARY  FINANCIAL  STATEMENTS 


The  Summary  Financial  Statements  of  the  Government  of  the  Province  of 
Manitoba  have  previously  presented  only  the  financial  position  and  operating 
results  of  the  Consolidated  Fund.  The  activities  of  the  Consolidated  Fund  are 
divided  into  the  "Operating  Fund",  which  records  the  operational  activities  of 
the  Government,  and  the  "Trust  Fund",  which  records  the  trust  administration 
function. 


Governments  carry  out  their  programs  using  a  variety  of  organizational 
forms,  such  as  funds,  agencies  and  corporate  enterprises.  Inclusion  of  the 
financial  operations  of  these  organizations  in  the  Summary  Financial  Statements 
is  necessary  for  an  overall  understanding  of  the  financial  affairs  of  the 
Government.  In  recognition  of  this,  and  to  have  comparability  and  consistency 
between  governments,  the  Public  Sector  Accounting  and  Auditing  Committee  of  the 
Canadian  Institute  of  Chartered  Accountants  has  recently  developed  Public  Sector 
Accounting  Statement  4,  which  deals  with  "Defining  the  Government  Reporting 
Entity".  Statement  4  recommends  consolidation  as  the  most  appropriate  method  of 
accounting  for  organizations  integral  to  the  overall  operations  of  Government  in 
directly  performing  its  executive  function. 

While  the  full  implementation  of  this  accounting  statement  will 
require  further  study  and  analysis  by  the  Manitoba  Government,  these  Summary 
Financial  Statements  reflect  some  initial  steps  in  the  implementation  of  the 
recommendations  of  Statement  4.  Manitoba  Properties  Inc.  and  its  related 
holding  companies,  Manitoba  Properties  Management  Inc.  and  Manitoba  Properties 
Leasing  Inc.,  are  part  of  an  arrangement  whereby  the  Province  sold  certain  of 
its  land  and  buildings  to  Manitoba  Properties  Inc.,  and  then  entered  into  lease 
agreements  for  these  properties.  Their  primary  function  is  that  of  a  provider 
of  services  to  the  Government. 

Accordingly,  the  financial  operations  of  Manitoba  Properties  Inc.  have 
been  consolidated  with  the  financial  operations  of  the  "Operating  Fund"  in  these 
Summary  Financial  Statements.  The  financial  operations  of  other  provincial 
crown  corporations,  agencies,  boards  and  commissions,  while  not  consolidated, 
are  reflected  in  the  Summary  Financial  Statements  as  described  under  "The 
Reporting  Entity"  in  the  accounting  policies  of  the  Government.  The  Department 
of  Finance  is  working  to  reflect  the  financial  operations  of  these  other 
organizations  in  future  Summary  Financial  Statements  in  accordance  with  the 
recommendations  of  Statement  4. 


Minister  of  Finance 
November,  1988 
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REPORT  OF  THE  PROVINCIAL  AUDITOR 


ON  THE  SUMMARY  FINANCIAL  STATEMENTS 


OF  THE  GOVERNMENT  OF  THE  PROVINCE  OF  MANITOBA 


I  report  that  the  summary  financial  statements  of  the  Government  of  the  Province 
of  Manitoba,  being  the  statement  of  financial  position  as  at  March  31,  1988  and 
the  statements  of  excess  of  liabilities  over  financial  assets,  revenue  and 
expenditure,  changes  in  financial  position  and  schedules  1  to  6  for  the  year  then 
ended  have  been  examined  under  my  direction.  Our  examination  was  made  in 
accordance  with  generally  accepted  auditing  standards,  and  accordingly  included 
such  tests  and  other  procedures  as  we  considered  necessary  in  the  circumstances. 

In  our  opinion,  these  financial  statements  present  fairly  the  financial  position 
of  the  Government  of  the  Province  of  Manitoba  as  at  March  31,  1988  and  the 
results  of  its  operations  and  the  changes  in  its  financial  position  for  the  year 
then  ended.  The  financial  statements  are  presented  in  accordance  with  the 
Government's  stated  accounting  policies  applied,  except  for  the  changes  in  the 
accounting  policies  explained  in  Accounting  Policies  -  Statement  and  Application, 
Application  of  Accounting  Policies,  section  IV  to  the  financial  statements,  on  a 
basis  consistent  with  that  of  the  preceding  year. 


F.H.  Jackson,  CA, 
Provincial  Auditor 


November  30,  1988, 
Winnipeg,  Manitoba 


GOVERNMENT  OF  THE  PROVINCE  OF  MANITOBA 


STATEMENT  OF  RESPONSIBILITY 


Responsibility  for  the  integrity  and  objectivity  of  the  Summary  Financial 
Statements  rests  with  the  Government.  They  are  prepared  under  the  direction  of 
the  Minister  of  Finance  in  accordance  with  the  stated  accounting  policies  of  the 
Government  and  include  a  statement  of  financial  position,  a  statement  of  excess 
of  liabilities  over  financial  assets,  a  statement  of  revenue  and  expenditure,  a 
statement  of  changes  in  financial  position,  schedules,  notes  and  accounting 
policies  integral  to  the  statements.  Together,  they  present  fairly,  in  all 
material  respects  the  financial  condition  of  the  Consolidated  Fund  at  the  fiscal 
period-end  and  results  of  operations  for  the  year  then  ended  after  giving  effect 
to  the  consolidation  of  Manitoba  Properties  Inc.,  Manitoba  Properties  Management 
Inc.  and  Manitoba  Properties  Leasing  Inc. 


On  behalf  of  the  Government: 


Honourable  Clayton  Manness 
Minister  of  Finance 
November,  1988 
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SUMMARY  FINANCIAL  STATEMENTS 
GOVERNMENT  OF  THE  PROVINCE  OF  MANITOBA 
STATEMENT  OF  FINANCIAL  POSITION 
AS  AT  MARCH  31,  1988 

(with  comparative  figures  for  March  31,  1987) 


SCHEDULE 

($  millions) 

NO 

FINANCIAL  ASSETS 

1988 

1987 

Cash  and  Equivalents 

$  982 

$  625 

1. 

Amounts  Receivable 

173 

137 

2. 

Loans  and  Advances: 

Crown  Corporations,  Agencies, 

Boards  and  Commissions 

3,569 

2,969 

Other  Governments 

9 

10 

Other 

67 

84 

3. 

Long-Term  Investments 

174 

158 

Valuation  Allowance 

( 198) 

(52) 

Total  Financial  Assets 

$4,778 

$3,931 

LIABILITIES 

Amount  owing  to  the  Trust  Fund 

$  842 

$  570 

4. 

Accounts  Payable,  Accrued  Charges  and 

Deferred  Revenue 

Provision  for  Foreign  Currency  Fluctuation 

346 

368 

on  Manitoba  Hydro  Debt  (Note  2) 

153 

239 

5. 

Borrowings  (Note  3): 

Bonds  and  Debentures 

6,937 

5,857 

Canada  Pension  Plan 

1,203 

1,223 

Government  of  Canada 

117 

123 

Treasury  Bills 

325 

325 

Preferred  Shares  of  Manitoba  Properties  Inc. 

399 

399 

Unamortized  Foreign  Currency  Fluctuation  (Note  4) 

(666) 

(959) 

Total  Liabilities 

$9,656 

$8,145 

EXCESS  OF  LIABILITIES  OVER  FINANCIAL  ASSETS 
AND  OTHER  OBLIGATIONS  HELD  BY  THE  PROVINCE 
CONSIDERED  TO  BE  SIMILAR  IN  NATURE 

Serial  Debentures  of  School  Divisions 

and  Districts 

$  148 

$  162 

Excess  of  Liabilities  over  Financial  Assets 

4,730 

4,052 

Total  Excess  of  Liabilities  Over 

Financial  Assets  and  Similar  Items 

$4,878 

$4,214 

Information  concerning  the  Government's  Guaranteed  and  Indirect  Liabilities, 
Financial  Commitments  and  Contingent  Liabilities  can  be  found  in  Notes  6,  7 
and  8 . 

Trust  Fund  Assets/Liabilities  at  March  31,  1988  were  $2,010  million 
( 1987— $1 ,696  million).  Further  details  are  displayed  in  Note  5. 
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SUMMARY  FINANCIAL  STATEMENTS 
GOVERNMENT  OF  THE  PROVINCE  OF  MANITOBA 
STATEMENT  OF  EXCESS  OF  LIABILITIES  OVER  FINANCIAL  ASSETS 
As  at  March  31,  1988 

(with  comparative  figures  for  March  31,  1987) 


($ 

mi  1 lions ) 

1988 

1987 

BALANCE  BEGINNING  OF  YEAR  BEFORE  GIVING 

EFFECT  TO  CONSOLIDATION 

$2,794 

CONSOLIDATION  OF  MANITOBA  PROPERTIES  INC.  AND  RELATED 
COMPANIES  (NOTE  1) 

581 

BALANCE  BEGINNING  OF  YEAR  ON  A  CONSOLIDATED  BASIS 

$4,052 

$3,375 

PRIOR  YEARS'  ADJUSTMENTS  RELATED  TO  ACCOUNTING 

POLICY  CHANGES 

Amortization  of  Foreign  Currency  Fluctuation  (Note  11) 
Valuation  Allowance  Increase  (Note  12) 

Criminal  Injuries  Compensation  Board  (Note  ]3) 

Public  Schools  Support 

222 

137 

13 

50 

$4,424 

$3,425 

DEFICIT  FOR  THE  YEAR 

306 

627 

BALANCE  END  OF  YEAR 


$4,730 


$4,052 


SUMMARY  FINANCIAL  STATEMENTS 
GOVERNMENT  OF  THE  PROVINCE  OF  MANITOBA 

STATEMENT  OF  REVENUE  AND  EXPENDITURE 
For  the  Year  Ended  March  31,  1988 

(with  comparative  figures  for  the 

REVENUE 

Manitoba  Collections: 

year 

ended  March 

($ 

1988 

Budget 

Estimate 

31,  1987) 

mi llions ) 

Actual 

1987 

Actual 

Retail  Sales  Tax 

$  590 

$  567 

$  463 

Fuel  Taxes 

189 

191 

173 

Liquor  Commission 

154 

152 

142 

Levy  for  Health  and  Education 

185 

188 

127 

Other  Taxes 

268 

285 

258 

Fees  and  Other  Revenue 

Income  Taxes: 

199 

188 

184 

Corporation  Income  Tax 

142 

167 

119 

Individual  Income  Tax 

Federal  Transfers: 

881 

989 

760 

Equalization 

469 

620 

509 

Health  and  Higher  Education 

447 

434 

418 

Shared-Cost  and  Other 

249 

258 

234 

TOTAL  REVENUE 

$3,773 

$4,039 

$3,387 

EXPENDITURE  (Schedule  6)  (Note  14) 

Health  and  Community  Services 

$1,815 

$1,836 

$  1,689 

Education 

747 

757 

705 

Economic  and  Resource  Development 

539 

545 

568 

Manitoba  Tax  Credit  Plans 

217 

210 

205 

Direct  Local  Government  Assistance 

109 

103 

101 

Public  Debt 

438 

492 

412 

Hydro  Rates  Stabilization 

Consumer  Services,  Public  Protection  and 

24 

53 

70 

Other  Government  Services 

329 

274 

264 

TOTAL  BEFORE  EXTRAORDINARY  EXPENDITURE 

$4,218 

$4,270 

$  4,014 

EXTRAORDINARY  EXPENDITURE  (Note  14) 

Workers  Compensation  Board 

- 

16 

- 

Manitoba  Public  Insurance  Corporation 

- 

59 

- 

TOTAL  EXPENDITURE 

$4,218 

$4,345 

$4,014 

DEFICIT  FOR  THE  YEAR 

$  445 

$  306 

$  627 
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SUMMARY  FINANCIAL  STATEMENTS 
GOVERNMENT  OF  THE  PROVINCE  OF  MANITOBA 
STATEMENT  OF  CHANGES  IN  FINANCIAL  POSITION 
For  the  Year  Ended  March  31,  1988 
(with  comparative  figures  for  the  year  ended  March  31,  1987) 

($  millions) 

1988  1988  1987 

Budget 

Estimate  Actual  Actual 


Beginning  Cash  and  Equivalents 

$  625 

$ 

552 

Operating  Transactions: 

Deficit  for  the  year 

Prior  Period  adjustment  related  to: 

$  (445) 

(306) 

$ 

(627) 

Public  Schools  Support 

Liability  for  Crown  Corporation 

— 

— 

(50) 

Losses  and  Expenditure 

- 

(13) 

- 

Accrued  Interest 

Non-Cash  Items  Included  in  Deficit: 

— 

(17) 

Consolidation  of  Manitoba  Properties  Inc. 

7 

12 

(Increase)  Decrease  in  Amounts  Receivable 
Write-off/Down  of  Loans,  Advances  and  Long- 

— 

(38) 

1 

Term  Investments 

- 

10 

- 

Increase  in  Valuation  Allowance 
Increase(Decrease)  in  Accounts  Payable, 

— 

11 

49 

Accrued  Charges  and  Deferred  Revenue 

- 

(22) 

74 

Amortized  Foreign  Currency  Fluctuation 

85 

150 

51 

Amortization  of  Debt  Discount 

8 

8 

7 

Cash  and  Equivalents  Required 

For  Operations 

$  (352) 

$  (210) 

$ 

(483) 

Investing  Transactions  (Note  15): 

Acquired/Made 

$  (851) 

$  (920) 

$ 

(776) 

Redeemed /Realized 

Cash  and  Equivalents  Required  For 

276 

298 

274 

Investing 

$  (575) 

$  (622) 

$ 

(502) 

Financing  Transactions  (Note  15): 

Debt  Issued:  Foreign 

NE 

$1,067 

$ 

881 

Domestic 

NE 

697 

499 

$1,568 

$1,764 

$1 

,380 

Debt  Redeemed:  Foreign 

(39) 

(323) 

(71) 

Domes t ic 

(269) 

(271) 

(168) 

Payment  to  (from)  Provision  for  Foreign 

Currency  Losses 

(9) 

(13) 

18 

Increase  in  Sinking  Funds 

(138) 

(240) 

(183) 

$1,113 

$  917 

$ 

976 

Change  in  Trust  Fund 

- 

272 

82 

Cash  and  Equivalents  Obtained  From 

Financing 

Change  in  Cash  and  Equivalents 

$1,113 

$1,189 

$1 

,058 

During  Period 

$  186 

$  357 

$ 

73 

Ending  Cash  and  Equivalents 

$  982 

$ 

625 

N.E.  -  Not  Estimated 
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SUMMARY  FINANCIAL  STATEMENTS 


GOVERNMENT  OF  THE  PROVINCE  OF  MANITOBA 

AMOUNTS  RECEIVABLE  SCHEDULE  1 

As  at  March  31,  1988 

(with  comparative  figures  for  March  31,  1987) 


( $  mil  lions ) 


1988 

1987 

Tax  Revenue: 

Retail  Sales  Tax 

$47 

$  36 

Motive  Fuel  Tax 

7 

6 

Gasoline  Tax 

9 

9 

Tobacco  Tax 

7 

7 

Revenue  Act,  1964 

4 

3 

$74 

$  61 

Interest  Income: 

Province  of  Manitoba  Sinking  Fund 

$25 

$  2  ] 

Other  Investments 

13 

9 

$38 

$  30 

Government  of  Canada  and  Other  Governments: 

Shared  Cost  Programs 

$62 

$  45 

Other  Income: 

Manitoba  Agricultural  Credit  Corporation 

$  1 

$  - 

Manitoba  Telephone  System 

— 

1 

$  1 

$  1 

$175 

$137 
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SUMMARY  FINANCIAL  STATEMENTS 


GOVERNMENT  OF  THE  PROVINCE  OF  MANITOBA 

LOANS  AND  ADVANCES  SCHEDULE  2 

As  at  March  31,  1988 

(with  comparative  figures  for  March  31,  1987) 

($  millions) 

CROWN 

CORPORATIONS 


AGENCIES 

BOARDS  AND 

OTHER 

1988 

1987 

COMMISSIONS 

GOVERNMENTS 

OTHER 

TOTAL 

TOTAL 

Due  1  Year  or  Less 

$  363 

$ 

1 

$ 

38 

$  402 

$  430 

Due  Over  1  Year 

3,357 

8 

29 

3,394 

2,765 

Total 

$3,720 

$ 

9 

$ 

67 

$3,796 

$3,195 

Less:  Sinking  Fund 

151 

- 

- 

151 

132 

$3,569 

$ 

9 

$ 

67 

$3,645 

$3,063 

Less:  Valuation 

Allowance 

26 

- 

26 

52 

49 

Net 

$3,543 

$ 

9 

$ 

41 

$3,593 

$3,014 

LONG-TERM  INVESTMENTS  SCHEDULE  3 

As  at  March  31,  1988 

(with  comparative  figures  for  March  31,  1987) 

($  millions) 


CROWN 

CORPORATIONS 

OTHER 

1988 

TOTAL 

1987 

TOTAL 

Shares : 

Common 

$  45 

$  6 

$  51 

$  45 

Preferred 

109 

- 

109 

109 

Debent  ures 

4 

- 

4 

4 

Profit  Sharing  Agreement 

- 

10 

10 

- 

$158 

$16 

$174 

$158 

Less:  Valuation 

A1 lowance 

132 

14 

146 

3 

Net 

$  26 

$  2 

$  28 

$155 
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SUMMARY  FINANCIAL  STATEMENTS 


GOVERNMENT  OF  THE  PROVINCE  OF  MANITOBA 

ACCOUNTS  PAYABLE,  ACCRUED  CHARGES  AND 

DEFERRED  REVENUE  SCHEDULE  4 

As  at  March  31,  1988 

(with  comparative  figures  for  March  31,  1987) 


($ 

mi  1 1  ions ) 

1988 

1987 

Accounts  Payable 

$  49 

$169 

Accrued  Charges 

Interest  accrued  on  Provincial  Borrowings 

and  Trust  Funds 

189 

157 

Unfunded  Liabilities  (Note  10): 

Manitoba  Public  Insurance  Corporation 

59 

- 

Workers  Compensation  Board 

16 

- 

Criminal  Injuries  Compensation  Board 

15 

- 

Manitoba  Development  Corporation 

6 

7 

Public  Schools  Support 

- 

35 

Other 

1 

- 

Deferred  Revenue 

11 

- 

$346  $368 
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SUMMARY  FINANCIAL  STATEMENTS 
GOVERNMENT  OF  THE  PROVINCE  OF  MANITOBA 

SCHEDULE  OF  LIABILITIES  FOR  BORROWINGS  SCHEDULE 

As  At  March  31,  1988 

(with  comparative  figures  for  March  31,  1987) 
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SUMMARY  FINANCIAL  STATEMENTS 


GOVERNMENT  OF  THE  PROVINCE  OF  MANITOBA 

EXPENDITURE  BY  OBJECT  SCHEDULE  6 

For  the  year  ended  March  31,  1988 


(with  comparative  figures 

for  the  year  ended  March  31,  1987) 

($  millions) 

1988 

1987 

Personnel  Services 

$  593 

$  552 

Grants/Transfer  Payments 

2,390 

2,222 

Transportation 

]  3 

11 

Communicat ions 

21 

18 

Supplies  and  Services 

180 

176 

Social  Assistance  Related 

292 

258 

Other  Operating 

51 

35 

Public  Debt 

492 

412 

Hydro  Rates  Stabilization 

53 

70 

$4,085 

$3,754 

Capital  Related 

260 

260 

$4,345 

$4,014 
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SUMMARY  FINANCIAL  STATEMENTS 


GOVERNMENT  OF  THE  PROVINCE  OF  MANITOBA 

NOTES  TO  THE  FINANCIAL  STATEMENTS 
FOR  THE  YEAR  ENDED  MARCH  31,  1988 

1.  EFFECT  OF  CONSOLIDATION  OF  MANITOBA  PROPERTIES  INC. 

During  1984-85  and  1985-86  the  Province  sold  land  and  buildings  with  an 
aggregate  value  of  $917  million  to  Manitoba  Properties  Inc.  (MPI).  The  sale 
was  arranged  through  two  intermediary  crown  corporations,  Manitoba  Properties 
Leasing  Inc.  and  Manitoba  Properties  Management  Inc.,  and  resulted  in  the 
Province  receiving  common  shares  of  these  two  corporations  along  with 
promissory  notes  of  MPI  and  cash  as  the  purchase  consideration.  The 
operations  of  MPI  have  been  consolidated  in  the  Summary  Financial  Statements 
of  the  Province  for  the  fiscal  years  ended  March  31  ,  1988  and  March  31, 
1987.  This  has  resulted  in  the  following  effect  on  the  Statement  of 
Financial  Position  and  on  the  Statement  of  Revenue  and  Expenditure: 

a)  Securities  received  from  the  sale  of  land  and  buildings  to  MPI  in  the 
amount  of  $182  million  were  eliminated  for  the  year  ended  March  31,  1988 
(  1987  —  $182  million). 

b)  Promissory  notes  of  $26  million  for  the  fiscal  year  ended  March  31,  1988 
( 1987— $17  million)  were  eliminated.  These  funds  were  advanced  to  cover 
administrative  costs  of  $8  million  ( 1987— $6  million)  and  capital 
expenditures  of  $18  million  C 1987— $1 1  million). 

c)  Liabilities  were  increased  by  $399  million  for  the  year  ended  March  31, 
1988  (  1987— $399  million)  to  reflect  the  outstanding  preferred  shares  of 
MPI  (with  an  equivalent  decrease  in  guaranteed  and  indirect  liabilities). 

d)  The  valuation  allowance  of  $8  million  C  1987  —  $6  million)  for  MPI  was 
eliminated . 

e)  The  aggregate  of  these  amounts,  totalling  $599  million  for  the  fiscal 

year  ended  March  31  ,  1988  (198 7— $ 592  million),  has  increased  the  Excess 

of  Liabilities  Over  Financial  Assets  account  by  $592  million  (  198 7— $ 58 1 
million)  and  1988  expenditure  by  $7  million  ( 1987— $1 1  million). 

f)  The  net  effect  on  the  expenditure  accounts  of  the  Government  for  the 

fiscal  year  ended  March  31  ,  1988  has  been  an  increase  in  public  debt 

costs  of  $61  million  (1987-$60  million),  an  increase  in  expenditure 
related  to  capital  of  $7  million  (  1987  —  $11  million),  a  decrease  in 
expenditure  for  supplies  and  services  of  $59  million  (  1987  —  $59  million) 
and  a  decrease  in  Grants/Transfer  Payments  of  $2  million  ( 1987— $1 
mil  lion) . 

2.  PROVISION  FOR  FOREIGN  CURRENCY  FLUCTUATION  ON  MANITOBA  HYDRO  DEBT 

The  Province  issues  provincial  securities  to  raise  funds  for  Manitoba  Hydro. 
This  debt,  as  well  as  the  effect  of  currency  fluctuations  for  foreign  issues, 
is  considered  borrowings  of  the  Province  and  is  reflected  as  such  on  the 
Statement  of  Financial  Position.  In  addition,  the  Province  guarantees  debt 
which  Manitoba  Hydro  issues  in  its  own  name.  The  fluctuation  on  the 

guaranteed  debt  issued  in  foreign  currencies  was  $239  million  at  March  31, 
1987.  Pursuant  to  the  Energy  Rate  Stabilization  Act,  the  Province  was 
responsible  for  the  fluctuation  on  all  Manitoba  Hydro  foreign  currency  debt. 
Because  the  guaranteed  debt  itself  is  not  a  liability  of  the  Province,  the 
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fluctuation  on  foreign  currency  debt  for  which  the  Province  was  responsible 
has  been  recorded  as  a  separate  liability,  apart  from  borrowings. 

The  Energy  Rate  Stabilization  Act  was  amended  effective  April  1,  1987 
limiting  the  Province's  liability  for  fluctuation  on  Manitoba  Hydro  debt. 
Manitoba  Hydro  became  responsible  for  the  fluctuation  on  its  U.S.  dollar 
denominated  debt,  whether  issued  by  the  Province  or  by  Manitoba  Hydro,  except 
to  the  extent  already  provided  by  way  of  amortization  by  the  Province  to 
March  31,  1987.  At  maturity  of  each  U.S.  dollar  debt  issue,  the  Province  is 
responsible  for  the  lesser  of  the  currency  fluctuation  on  the  maturing  debt 
or  the  amount  remaining  in  the  provision  account  for  that  issue.  The  amount 
amortized  by  the  Province  at  March  31,  1987  was  $159  million.  At  March  31, 
1988  the  amortized  amount  remaining  in  the  provision  account  related  to 
outstanding  issues  is  $153  million. 

The  Province  retains  responsibility  for  the  fluctuation,  in  currencies  other 
than  U.S.  dollars,  for  both  its  direct  and  guaranteed  debt  for  Manitoba  Hydro 
outstanding  at  March  31,  1987.  As  a  result  of  the  amendment  to  the  Energy 
Rate  Stabilization  Act,  Manitoba  Hydro  is  now  responsible  for  the  fluctuation 
on  debt  issued  after  that  date.  As  at  March  31,  1988,  Manitoba  Hydro  debt 
guaranteed  by  the  Province  contained  no  foreign  currency  other  than  U.S. 
dollars . 


3.  BORROWINGS 

All  borrowings  are  expressed  in  Canadian  dollars.  Foreign  borrowings  are 
converted  at  the  exchange  rate  in  effect  at  March  31. 


The  weighted  average  rate  of  interest  based  on  actual  interest  payments  made 
during  1987-88  was  10.46%  (1987-11.02%). 


The  classification  of  borrowings  by  purpose  is  as  follows: 


Exchange  Rate  in  Effect  at 
Issue  Date  March  31 


1988 

1987 

1988 

1987 

($  millions) 

General  Government 

Programs 

$5,517 

$4,828 

$  6,306 

$5,514 

The  Manitoba  Hydro- 

Electric  Board 

2,531 

1,986 

2,745 

2,298 

The  Manitoba  Telephone 

System 

562 

527 

564 

528 

Other 

705 

681 

705 

681 

$9,315 

$8,022 

$10,320 

$9,021 

Less:  Sinking  Funds 

1,295 

1,055 

1,295 

1,055 

Unamortized  Debt 

Issue  Costs 

44 

39 

44 

39 

$7,976 

$6,928 

$  8,981 

$7,927 

Included  in  "Other"  is  debt  totalling 

$166  million 

which  has  been 

used  to 

fund  loans,  advances  and  investments 

for  which  valuation  allowances  have 

been  established  at  March  31, 

1988. 

If  write-off 

of  these  assets 

occurs , 

this  debt  would  be  considered 

to  be  General  Government  Programs  debt. 
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4.  UNAMORTIZED  FOREIGN  CURRENCY  FLUCTUATION 


At  March  31,  1987,  the  Statement  of  Financial  Position  stated  assets  and 
liabilities  at  the  exchange  rate  in  effect  at  date  of  issue  and  reflected  a 
Provision  for  Unrealized  Foreign  Currency  Losses.  At  March  31,  1988,  assets 
and  liabilities  in  foreign  currency  have  been  restated  at  the  March  31 
exchange  rate,  and  concurrently  Unamortized  Foreign  Currency  Fluctuation  is 
now  being  shown.  Details  of  the  transactions  are: 

( $  mill ions ) 


1988 

1987 

Balance  at  beginning  of  year 

$(959) 

$210 

Adjustment  of  Prior  Years  Amortization 

20  5 

- 

Current  year  amortization 

Provision  for  Unrealized  Foreign 

20 

69 

Currency  Losses  at  March  31,  1987 

279 

Unrealized  Foreign  Currency  Fluctuation 

(5) 

(999) 

Unrealized  Foreign  Currency  Fluctuation 

on  Manitoba  Hydro  Debt  (Note  2) 

86 

(239) 

Realized  Foreign  Exchange  Gains  (Losses) 
Closing  balance  -  Unamortized  Foreign 

(13) 

- 

Currency  Fluctuation 

$(666) 

$(959) 

5.  TRUST  FUND 

Included  in  the  Statement  of  Financial  Position  is  an  amount  owing  to  the 
Trust  Fund  which  primarily  represents  surplus  cash  of  Crown  Corporations, 
Agencies,  Boards  and  Commissions  on  deposit  with  the  Minister  of  Finance  for 
investment  but  not  specifically  invested.  The  assets  and  liabilities  of  the 
Trust  Fund  itself  as  at  March  31st  are  as  follows: 

($  millions) 


ASSETS  1988  1987 

Amounts  due  from  Operating  Fund  $  842  $  570 

Cash  and  Investments  586  586 

Total  Trust  Assets  $1,428  $1,156 

LIABILITIES 

Trust  Fund  Balances  $1  ,428  $1 ,156 

Total  Trust  Liabilities  $1,428  $1,156 


In  addition,  the  Trust  Fund  includes  cash  and  securities  for  which  the 
Government's  responsibility  is  custodial  in  nature.  The  amount  reported  at 
March  31,  1988  was  $582  million  (1987-$540  million). 
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6.  GUARANTEED  AND  INDIRECT  LIABILITIES 


Debt  issued  by  Crown  Corporations,  Agencies,  Boards  and  Commissions  which  is 
guaranteed  by  the  Government  as  at  March  31st: 

($  millions) 


Self-supporting  Debt 

1988 

$1,542 

$ 

1987 

1,683 

Debt  serviced  in  whole  or  in  part  from  the 
Consolidated  Fund 

10 

13 

$1,552 

$ 

1,696 

LESS:  Applicable  Sinking  and 

other  related  Trust  Funds 

263 

273 

$1,289 

$ 

1,423 

A  portion  of  the  foreign  currency  fluctuation  on  the  guaranteed  debt  included 
above  has  been  provided  for  in  the  Provision  for  Foreign  Currency  Fluctuation 
on  Manitoba  Hydro  Debt. 

7.  FINANCIAL  COMMITMENTS 

The  Government  has  entered  into  long-term  financial  arrangements  wherein 
indebtedness  has  been  issued  that  is  not  guaranteed  by  the  Government,  but 
the  funds  required  for  the  payment  of  principal  and  interest  will  be  either 
fully  or  partially  provided  from  appropriations  of  the  Consolidated  Fund. 
The  Government  has  also  made  future  commitments  against  appropriations  under 
long-term  contracts  that  cover  the  acquisition  and/or  rental  of  physical 
assets.  These  financial  commitments  as  at  March  31st  are  as  follows: 

($  millions) 

1988  1987 


LONG-TERM  FINANCIAL  ARRANGEMENTS: 


Hospitals  &  Personal  Care  Homes 

$ 

405 

$ 

362 

Public  Schools 

252 

219 

Manitoba  Housing  and  Renewal  Corporation 

229 

231 

Manitoba  Water  Services  Board 

2 

2 

Brandon  University 

3 

3 

$ 

891 

$ 

817 

FUTURE  COMMITMENTS: 

Acquisition  of  Physical  Assets 

79 

113 

Rental  of  Physical  Assets 

51 

47 

$1 

,021 

$ 

977 

In  addition  to  the  approved  outstanding  debt  for  Hospitals  and  Personal  Care 
Homes,  lines  of  credit  up  to  $72.4  million  (1987-$100.0  million)  have  been 
approved  to  finance  capital  projects  currently  in  process.  On  completion  of 
these  projects,  the  borrowings  will  be  converted  to  long-term  debt. 
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8.  CONTINGENCIES 


The  Government  has  provided  guarantees  for  the  following  and  accordingly  has 
a  contingent  liability  in  the  event  of  default: 

MAXIMUM  AMOUNT  OUTSTANDING 

GUARANTEE  MARCH  31,  1988  MARCH  31,  1987 

( $  mill ions ) 

$  1  $  1  $  1 

53 

175  -  25 

38  _ 16  _ 2 

$214  $  17  $  81 


This  does  not  include  guarantees  that  may  be  provided  by  Crown  Corporations, 
Agencies,  Boards  and  Commissions  under  their  own  separate  authority. 

The  Province  has  provided  a  guarantee  to  the  purchaser  of  Flyer  Industries 
Limited  covering  all  of  the  obligations  of  Manitoba  Development  Corporation 
arising  out  of  the  sale  of  Flyer  Industries  Limited  including  $53,000,000  of 
performance  bonds  on  contracts  for  the  supply  of  buses  to  various  transit 
organizations . 

The  Government  has  been  named  in  approximately  100  claims  still  outstanding 
at  March  31,  1988.  No  provision  has  been  made  for  these  claims  in  the 
accounts  at  March  31,  1988  as  the  likelihood  for  success  of  these  claims  has 
not  been  established. 

9.  PENSION  LIABILITY 

The  Province  is  required  by  legislation  to  pay  50%  of  the  pension 
disbursements  made  to  retired  Provincial  employees  (with  the  exception  of  the 
share  payable  by  Government  Agencies  for  their  employees)  and  to  retired 
teachers.  Such  payments  are  charged  to  departmental  appropriations  as 
incurred  and  no  provision  is  made  to  fund  current  or  past  service  obligations 
of  the  Province  to  the  Civil  Service  Superannuation  Fund  or  to  the  Teachers' 
Retirement  Allowances  Fund.  The  reserves  which  are  presently  held  in  these 
Funds  represent  only  the  employees'  obligation  towards  the  total  pension 
liability . 

An  actuarial  valuation  and  report  of  the  Government's  liability  to  the  Civil 
Service  Superannuation  Fund  was  determined  as  at  December  31,  1986.  The 
report  also  provided  a  formula  to  update  the  liability  on  an  annual  basis. 
In  accordance  with  the  formula  adopted  by  the  actuary,  the  Government's 
actuarial  liability  to  the  Civil  Service  Superannuation  Fund  has  been 
calculated  at  approximately  $346  million  as  at  December  31,  1987 
(  1986-approximately  $305  million).  The  liability  of  the  Province  to  the 
Teachers'  Retirement  Allowances  Fund  has  not  been  established  by  an  actuarial 
valuation.  The  reserve  which  is  held  in  the  Teachers'  Retirement  Allowances 
Fund,  representing  the  employees'  obligation  towards  the  total  pension 
liability,  amounted  to  $533  million  as  at  December  31,  1987  (1986-$473 
million).  The  Province's  liability  should  approximate  these  amounts. 


Mortgages 

Performance  Bonds 

Promissory  Notes 

Bank  Loans  and  Lines  of  Credit 
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10.  UNFUNDED  LIABILITIES 


The  Province  has  accrued  a  liability  at  March  31,  1988  for  unfunded  losses 
or  program  expenditures  in  order  to  recognize  the  Province's  responsibility 
to  fund  these  amounts  when  they  become  payable: 

($  millions) 


Manitoba  Public  Insurance  Corporation: 

1988 

1987 

-  Reinsurance  Assumed  Losses 

$32 

$  - 

-  Personal  and  Commercial  Losses 

Workers  Compensation  Board  -  Reimbursement 

27 

— 

of  interest  forfeited  on  employer  assessments 
Criminal  Injuries  Compensation  Board  -  Unfunded 

16 

— 

future  costs  of  compensation  awards 

Manitoba  Development  Corporation  -  Additional 
provision  for  warranty  costs  related  to  Flyer 

15 

Industries  Divestiture 

6 

7 

Public  Schools  Support 

- 

35 

Other 

1 

- 

$97 

$42 

11.  AMORTIZATION  OF  FOREIGN  CURRENCY  FLUCTUATION 

At  March  31,  1987,  the  Statement  of  Financial  Position  stated  assets  and 

liabilities  at  the  exchange  rate  in  effect  at  the  date  of  issue  and 
reflected  a  Provision  for  Unrealized  Foreign  Currency  Losses.  An  accounting 
policy  change  was  made  in  1987-88  whereby  the  annual  amortization  of 
fluctuation  in  currency  values  with  respect  to  foreign  currency  debt  uses 
the  March  31  rate  of  exchange,  as  compared  to  the  previous  years'  practice 
of  using  the  average  rate  of  the  three  preceding  calendar  years.  This  has 
the  effect  of  increasing  foreign  exchange  losses  and  accrued  interest 
expense  related  to  prior  years  by  $205  million  and  $17  million 
respectively.  The  unamortized  amount  shown  for  1987  has  not  been 
recalculated  to  reflect  the  new  accounting  policy. 

12.  VALUATION  ALLOWANCES 

As  the  result  of  an  accounting  policy  change  implemented  in  the  1987-88 
fiscal  year,  changes  in  valuation  allowances  are  charged  to  an  appropriation 
expenditure.  Prior  to  the  1987-88  fiscal  year,  such  charges  were  recorded 
directly  in  the  Excess  of  Liabilities  Over  Financial  Assets  Account.  In 
implementing  the  accounting  policy  change  the  following  adjustments  were 
required  retroactive  to  March  31,  1987  and  were  charged  to  the  Excess  of 
Liabilities  over  Financial  Assets: 

($  millions) 


Manfor  Ltd. 

Manitoba  Housing  and  Renewal  Corporation 
Leaf  Rapids  Town  Properties  Ltd. 


$127 

7 

3 


The  March  31  valuation  allowance  balance  of  $198  million  C  1987  —  $52  million) 
is  after  having  given  effect  to  the  write  down  of  some  loans,  advances  and 
long-term  investments  where  it  has  been  determined  that  the  realizable  value 
has  been  permanently  impaired: 

($  millions) 


1988 

1987 

Manitoba  Agricultural  Credit  Corporation 

$4.4 

$  - 

Manitoba  Energy  Authority 

3.3 

1.4 

Venture  Capital  Program 

1.4 

- 

Manfor  Ltd 

- 

128.5 

Manitoba  Development  Corporation 

- 

37.2 

Manitoba  Housing  and  Renewal  Corporation 

- 

12.7 

Tantalum  Mining  Corporaton 

- 

2.5 

Venture  Manitoba  Tours 

- 

1  .  7 

Ot  her 

0.8 

0.8 

$9.9  $184.8 


13.  CRIMINAL  INJURIES  COMPENSATION  BOARD 

Beginning  with  the  1987-88  fiscal  year  the  Province  is  accruing  the 
liability  for  long-term  awards  made  by  the  Criminal  Injuries  Compensation 
Board.  The  accumulated  liability  at  March  31  ,  1988  is  $15  million.  This 
has  the  effect  of  increasing  expenditure  related  to  prior  years  by  $13 
million  and  1987-88  expenditure  by  $2  million. 

14.  LEGISLATIVE  AUTHORITY  FOR  BORROWING  AND  EXPENDITURE 

Limits  established  by  legislation  for  borrowing  funds  and  for  expenditure 
from  appropriations  are  shown  below  along  with  information  regarding  any 
non-compliance  with  these  limits  that  may  have  occurred  during  the  fiscal 


year . 

($  millions) 

1)  BORROWING: 

Appropriation 

Acts 

Loan 

Acts 

Incremental  Non-Lapsing  Authority 

Provided  in  1987  Acts 

$  700 

$  611 

Amount  Used  During  the  Fiscal  Year 

Ended  March  31,  1988 

291 

38 

Available  for  Future  Years 

$  409 

$  573 

Unused  Borrowing  Authority  From  Prior  Years 

25 

1,657 

$  434 

$2,230 

Less:  Encumbered  for  Specific  Purposes 

- 

12 

Unencumbered  Borrowing  Authority  at 

March  31 ,  1988 

$  434 

$2,218 

21 


2)  EXPENDITURE: 


A)  CHANGES  FROM  ORIGINAL  BUDGET  ESTIMATE 

The  original  budget  estimate  shown  on  the  Statement  of  Revenue  and 
Expenditure  consists  of  the  statutory  and  voted  appropriations  that 
are  authorized  in  the  Main  and  Supplementary  Estimates.  This  amount 
was  increased  during  the  fiscal  year  as  follows: 

( $  millions ) 

ORIGINAL: 

Main  and  Supplementary  Estimates  (including  general 


statutory  appropriations)  $4,218 

INCREASED  BY: 

Special  Warrants  131 

Adjustment  of  estimated  amount  of  statutory 
appropriations  to  actual  expenditure  22 


Total  Authorized  Expenditure  $  4,371 


No  adjustment  has  been  made  to  the  Budget  Estimate  to  reflect  the 
consolidation  of  Manitoba  Properties  Inc. 

B) NON-COMPLIANCE  WITH  APPROPRIATION  LIMITS 


i)  The  following  five  voted  appropriations  of  the  Government  were 
placed  in  a  net  overexpended  position  as  a  result  of  adjustments 
made  to  reflect  the  changes  in  accounting  policy  as  defined  in  the 
Application  of  Accounting  Policies,  section  IV: 


ATTORNEY-GENERAL  APPROPRIATION  IV-6 

Protection  of  Individual  and  Property  Rights 

BUSINESS  DEVELOPMENT  AND  TOURISM  APPROPRIATION  XXXIII-2 
Business  Development 

NATURAL  RESOURCES  APPROPRIATION  XII-1 
Administration  and  Finance 

EMERGENCY  INTEREST  RATE  RELIEF  APPROPRIATION  XXV I II- 1 
Emergency  Interest  Rate  Relief  Program 

MANITOBA  JOBS  FUND  APPROPRIATION  XXIX-1 
Manitoba  Jobs  Fund 


$2,641,530 
$  781,956 
$  378,807 
$  434,241 
$4,212,705 


ii)  In  addition,  nine  other  appropriations  of  the  Government  had  late 
accounts  paid  in  the  1988-89  fiscal  year  that  were  in  excess  of  the 
balance  remaining  in  the  appropriation  at  March  31,  1988.  These 

late  accounts  paid  45  days  after  year  end  are  excluded  from  March 
31,  1988  liabilities  by  the  existing  accounting  policy.  These  late 
accounts  result  in  non-compliance  with  appropriation  limits 
established  for  the  respective  programs. 
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iii)  In  addition,  a  number  of  adjustments  resulting  from  changes  in  the 
valuation  allowance  accounting  policy  were  recorded  as  expenditures 
although  no  appropriation  had  been  provided  for  this  purpose: 


Crown  Corporation  Expenditures/Losses: 

Manitoba  Development  Corporation  re  Flyer 
Manitoba  Potash  Corporation 
Manitoba  Energy  Authority 
Manitoba  Hazardous  Waste  Management 
Manitoba  Oil  and  Gas  Corporation 
Venture  Manitoba  Tours  Ltd. 

Leaf  Rapids  Town  Properties  Ltd. 

Manitoba  Mineral  Resources  Ltd. 


$5,851,792 
$5,389,586 
$1,672,058 
$  300,313 

$  608,536 

$  265,115 

$  55,253 

($1,495,616) 


Extraordinary  Items: 

Manitoba  Public  Insurance  Corporation  $59,060,000 

Workers  Compensation  Board  $16,385,887 


15.  COMPARISON  TO  BUDGET  ESTIMATE 

For  purposes  of  providing  a  meaningful  comparison  of  changes  in  the 
financial  position  with  the  budget  estimate,  in  addition  to  the  budget  data, 
other  internally  developed  management  information  has  also  been  included  in 
the  budget  estimate  information. 

16.  COMPARATIVE  FIGURES 

The  Provincial  Auditor  qualified  the  Province's  1986-87  financial  statement 
because  of  the  Province's  treatment  of  increases  in  valuation  allowances  and 
crown  corporation  losses.  In  order  to  preclude  a  qualification  in  the 
current  Public  Accounts  with  respect  to  the  comparative  year,  1987 
expenditures,  and  consequently  the  1987  deficit,  have  been  restated  to 
reflect  these  items  as  expenditures.  This  restatement  is  consistent  with 
the  1988  treatment  and  presentation  of  such  items.  Certain  of  the  1987 
statement  of  financial  position  figures  have  been  restated  to  be  consistent 
with  the  1988  presentation  as  described  in  the  changes  to  accounting  policy 
notes.  In  addition,  1987  figures  have  been  restated  for  the  effect  of 
consolidating  Manitoba  Properties  Inc. 

17.  LIABILITIES  FOR  BORROWINGS  -  MANITOBA  PROPERTIES  INC. 

The  Government  has  undertaken  to  use  its  best  efforts  during  each  calendar 
quarter  (cumulative  during  the  year),  commencing  on  July  1,  1989,  to 
purchase,  at  a  price  not  exceeding  $25.00  per  share  plus  all  accrued  and 
unpaid  dividends  and  costs  of  purchase,  3/4  of  1%  of  the  number  of  Series  A 
Preferred  Shares  outstanding  at  the  close  of  business  on  June  30,  1989. 
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SUMMARY  FINANCIAL  STATEMENTS 
GOVERNMENT  OF  THE  PROVINCE  OF  MANITOBA 
ACCOUNTING  POLICIES  -  STATEMENT  AND 
APPLICATION 

STATEMENT  OF  ACCOUNTING  POLICIES 

The  basic  accounting  policies  followed 
by  the  Government  of  Manitoba,  which 
have  been  applied  in  the  preparation  of 
the  Summary  Financial  Statements  are 
summarized  below.  These  policies  have 
been  developed  and  are  applied  in 
accord  with  the  provisions  of  the 
Financial  Administration  Act,  which  is 
Chapter  F55  of  The  Continuing 
Consolidation  of  The  Statutes  of 
Manitoba.  Further  information  regar¬ 
ding  their  application  to  the  financial 
transactions  of  the  Government  is 
provided  in  the  section  entitled 
"Application  of  Accounting  Policies". 


I.  THE  REPORTING  ENTITY 


MPI's  primary  function  as  a  provider 
of  services  to  Government.  The 
financial  operations  of  other 
provincial  crown  corporations, 
agencies,  boards  and  commissions  are 
not  consolidated,  but  are  reflected 
in  the  summary  financial  statements 
to  the  extent  that: 

1.  they  receive  money  from  or  pay 
money  to  the  Government ,  or 

2.  any  non-recoverable  deficits 
they  incur  are  adjusted  against 
the  amounts  loaned,  advanced  or 
invested  in  them  by  the  Govern¬ 
ment  ,  or 

3.  where  the  Government  has  no  such 
loans,  advances  or  investments 
involved,  any  losses  they  incur 
which  are  assumed  by  the  Govern¬ 
ment  are  recorded  as  accrued 
charges . 


The  financial  transactions  of  the 
Government  are  recorded  in  "The 
Consolidated  Fund".  The  activities 
of  The  Consolidated  Fund  are  divided 
into  the  "Operating  Fund",  which 
records  the  operational  activities 
of  the  Government,  and  the  "Trust 
Fund",  which  records  the  trust 
administration  function. 


II. BASIS  OF  ACCOUNTING  FOR  REVENUE 
AND  EXPENDITURE 

A. MODIFIED  ACCRUAL  ACCOUNTING 

The  revenues  and  expenditures  of 
the  Government  are  recorded  on  an 
accrual  basis  with  exceptions  noted 
as  follows: 


Financial  statements  prepared  for 
the  "Operating  Fund"  report  amounts 
recorded  as  Government  revenue, 
expenditure  on  Government  programs, 
the  lending  and  investment  of 
Government  funds  and  the  borrowing 
and  repayment  of  debt.  Separate 
financial  statements  are  prepared 
for  the  "Trust  Fund"  which  report 
the  activities  in  the  various 
categories  of  trust  money 
administered  by  the  Government. 

The  accounts  of  Manitoba  Properties 
Inc.(MPl),  Manitoba  Properties 
Management  Inc.  and  Manitoba 
Properties  Leasing  Inc.  have  been 
consolidated  with  the  financial 
results  of  the  Operating  Fund  of  the 
Consolidated  Fund  in  the  Summary 
Financial  Statements  to  reflect 


1. 


INCOME  FROM  CANADA-MANITOBA 
FISCAL  ARRANGEMENTS  -  This 
income  is  recorded  on  a  cash 
basis  except  that  revenues 
received  in  advance  of  when  they 
are  earned  are  deferred  to  the 
appropriate  fiscal  year. 


2.  FEES  AND  OTHER  REVENUE  - 

Collections  are  recorded  on  a 
cash  basis. 


3.  SALARIES  AND  WAGES  -  Salaries 
and  wages  are  recorded  as 
expenditures  in  the  year  in 
which  they  are  paid.  No  accrual 
is  made  for  salaries  earned  but 
not  paid  at  year  end,  nor  is  any 
accrual  recorded  for  salary 
related  benefits  such  as 
vacation  earnings. 
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4.  PENSION  -  The  Province  does  not 

record  the  annual  cost  of 
pension  benefits  earned  by  the 
civil  service,  teachers  and 
members  of  the  legislative 
assembly.  The  annual  cost 

recorded  by  the  Province  is  the 
government's  share  of  pensions 
paid  to  retired  employees, 
teachers  and  legislators. 

5.  GOODS  AND  SERVICES  -  A  period  of 
forty-five  days  after  the  end  of 
the  fiscal  year  is  allowed  for 
the  payment  of  operating  expen¬ 
ditures  incurred  during  that 
fiscal  year.  Supplier  accounts 
not  paid  within  this  period  are 
treated  as  expenditures  of  the 
following  year. 

6.  CAPITAL  ASSETS  AND  INVENTORIES  - 
Expenditures  for  the  acquisition 
and/or  construction  of  physical 
assets,  acquisition  of  inven¬ 
tories  and  other  deferred  expen¬ 
ditures  are  not  considered  to 
differ  from  any  other  service  to 
the  public  and  accordingly  are 
treated  as  an  expenditure  of  the 
year  in  which  the  expenditure  is 
made . 

B.  GROSS  ACCOUNTING  CONCEPT 

Revenues  and  expenditures  are 

recorded  in  gross  amounts  with  the 

following  exceptions: 

1.  The  municipal  share  of 
Individual  and  Corporation  In¬ 
come  Taxes,  which  is  paid  to 
Municipalities  in  accordance 
with  the  Provincial-Municipal 
Tax  Sharing  Act,  is  not  recorded 
as  revenue  by  the  Government. 

2.  Refunds  of  revenue  are  treated 
as  reductions  of  current  year 
revenue . 

3.  Decreases  in  valuation  allow¬ 
ances  previously  provided  are 
treated  as  reductions  to  expen¬ 
diture. 


4.  Recoveries  from  Crown  Corpora¬ 
tions  and  Government  Agencies  of 
the  debt  servicing  costs  on 
self-supporting  debt  are  recor¬ 
ded  as  a  reduction  of  Public 
Debt  expenditure.  The  same 

treatment  is  also  given  to 
income  earned  on  investments  and 
interest  on  advances. 

III.  ASSETS  AND  LIABILITIES 

1.  The  assets  and  liabilities  repor¬ 
ted  in  the  financial  statements 
are  financial  claims.  The  assets 
are  claims  by  the  Government  on 
other  parties  and  the  liabilities 
are  claims  by  other  parties  on  the 
Government . 

2.  Physical  assets,  including  inven¬ 
tories,  do  not  represent  financial 
claims  on  others.  Therefore  they 
are  not  reported  as  assets  at 
fiscal  year  end.  The  Government 
has  substantial  holdings  of 
physical  assets  such  as  buildings, 
highways  and  educational  and 
health  facilities,  which  will  be 
used  to  provide  services  in  future 
periods  and  may  tend  to  appreciate 
in  value  over  time. 

3.  Loans,  advances  and  long-term 
investments  held  by  the  Government 
are  subject  to  annual  valuation. 
A  Valuation  Allowance  is  used  to 
reflect  the  estimated  change  in 
value  of  these  assets. 

4.  Investments,  including  sinking 
funds,  made  in  foreign  currencies 
are  recorded  at  the  Canadian 
dollar  equivalent  of  the  par  value 
based  on  the  exchange  rate  in 
effect  at  March  31. 

5.  Bonds,  debentures  and  other  long¬ 
term  debt  are  recorded  as 
liabilities  at  the  par  value  of 
the  issue.  Issues  in  foreign 
funds  are  recorded  at  the  Canadian 
dollar  equivalent  of  the  par  value 
based  on  the  exchange  rate  in 
effect  at  March  31.  The  foreign 
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exchange  fluctuation  is  amortized 
over  the  life  of  the  debt  issue. 
Any  discount,  premium  or 
commission  incurred  at  the  time  of 
issue  of  the  debt  is  also 
amortized  over  the  life  of  the 
debt  issue. 

Sinking  funds  are  maintained  in 
accordance  with  the  legal  re¬ 
quirements  of  the  debt  instruments 
and  the  Financial  Administration 
Act . 

IV.  GUARANTEED  AND  INDIRECT 
LIABILITIES 

In  addition  to  having  direct  debt, 
the  Government  also  acts  as  a 
guarantor  of  securities  issued  by 
various  other  entities.  The  debt 
issued  by  Crown  Corporations, 
Agencies,  Boards  and  Commissions 
and  guaranteed  by  the  Government  is 
largely  self-supporting.  Other 
guaranteed  debt  for  schools, 
universities  and  hospitals  is 
serviced  in  whole  or  in  part  from 
appropriations  of  the  Consolidated 
Fund . 

Legislation  requires  the  main¬ 
tenance  of  Sinking  Funds  for  the 
retirement  of  the  debt  of  most 
Crown  Corporations,  Agencies, 
Boards  and  Commissions.  These 
Sinking  Funds  are  held  in  Trust  by 
the  Minister  of  Finance.  The  Crown 
Corporation,  Agency,  Board  or 
Commission  to  whom  the  debt  applies 
make  annual  contributions  to  the 
Sinking  Fund. 

Contingent  Liabilities  that  result 
from  other  financial  activities  of 
the  Government  are  reported  in  the 
notes  to  the  financial  statements. 

APPLICATION  OF  ACCOUNTING  POLICIES 

The  following  outlines  the  application 

of  the  accounting  policies  to  the 

financial  transactions  of  the  Govern¬ 
ment  : 


I.  REVENUE 

A.  Amounts  received  in  April  from 
Agents  for  provincially  collected 
taxes  pertaining  to  the  year  just 
ended  are  recorded  as  revenue 
receivable.  Amounts  not  received 
by  April  30  are  not  accrued,  but 
are  considered  revenue  in  the  fol¬ 
lowing  year. 

B.  Where,  pursuant  to  an  agreement  or 
arrangement ,  money  is  received  in 
advance  relating  to  projects  for 
which  expenditures  are  to  be  made 
in  more  than  one  fiscal  year,  the 
money  is  deemed  to  have  been 
received  in  each  fiscal  year  in 
proportion  to  the  related  expen¬ 
diture  made  in  the  respective  fis¬ 
cal  year. 

C.  The  accounts  are  kept  open  until 
June  30  to  reflect  any  adjustments 
regarding  revenue  from  the  Govern¬ 
ment  of  Canada  under  the  Canada- 
Manitoba  Fiscal  Arrangements. 

D.  Fees  and  other  revenue  collections 
are  recorded  on  a  cash  basis. 

II.  EXPENDITURE 

A.  The  following  practices  are  appli¬ 
cable  when  recording  the  public 
debt  costs  of  the  Province: 

1.  An  accrual  is  made  to  March  31 
for  interest  receivable  from 
loans,  advances  and  invest¬ 
ments  . 

2.  The  annual  fluctuations  resul¬ 
ting  from  the  conversion  of 
foreign  currency  investments  to 
the  Canadian  dollar  equivalent 
at  March  31  are  amortized  over 
the  remaining  life  of  the 
investment . 

3.  An  accrual  is  made  to  March 
31  for  the  interest  payable  on 
bonds,  debentures  and  other 
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long-term  debt  and  on  trust 
funds  invested  with  the 
Minister  of  Finance.  In  the 
case  of  foreign  issues,  the 
accrual  is  calculated  on  the 
Canadian  dollar  equivalent  of 
the  par  value  of  the  outstan¬ 
ding  debt  based  on  the  exchange 
rate  in  effect  at  March  31. 

4.  The  annual  fluctuations  resul¬ 

ting  from  the  conversion  of 
outstanding  foreign  currency 
borrowings  to  the  Canadian 
dollar  equivalent  at  March  31 
are  amortized  over  the 
remaining  life  of  the 
respective  issues.  Where  an 
issue  of  debt  is  called  for 
redemption  prior  to  maturity 
and  refinanced  with  another 
issue  of  debt,  the  original 
debt  is  converted  at  the 

exchange  rate  in  effect  at  the 
date  of  redemption  and  the 

fluctuation  is  amortized  over 
the  term  of  the  first 
replacement  issue.  However,  if 
the  remaining  term  of  the 
original  issue  is  one  year  or 
less,  the  fluctuation  is  fully 
expensed  in  the  year  of 
redemption . 

5.  Any  discount,  premium  or 

commission  incurred  on  the 

issue  of  long  term  debt  is 
amortized  over  the  life  of  the 
respective  debt  issue. 

B.  Increases  (decreases)  to  the 
Valuation  Allowance,  which  repre¬ 
sents  an  estimate  of  the  change  in 
recoverable  value  of  loans,  ad¬ 
vances  and  long-term  investments, 
are  charged  (credited)  to  appro- 
pr iat ions . 

C.  Payments  made  by  the  Government 

for  capital  purposes  do  not 

represent  claims  on  others  and  are 
therefore  not  reported  as  assets, 
but  rather  as  expenditures.  Such 
expenditures  are  classified  as 


"expenditures  related  to  capital" 
in  the  Main  Estimates  of 
Expenditure  and  are  defined  as 
fol lows : 

1.  expenditures  for  property  of 
all  kinds,  both  real  property 
and  chattels,  purchased  or 
self-constructed  for  use  by 
Government  that  are  deemed  to 
have  an  economic  life  in  excess 
of  one  year; 

2.  expenditures  for  projects  or 
activities  which  entail  major 
renewals,  modification  or 
modernization  by  own  labour 
forces  or  by  contractors  on 
behalf  of  the  Government  and 
which  significantly  prolong  the 
expected  economic  life  of  the 
asset ; 

3.  the  principal  portion  of  a  debt 
repayment  when  the  debt  was 
incurred  to  acquire  a  physical 
asset  and  the  acquisition  cost 
of  the  physical  asset  was  not 
previously  reflected  in  the 
Consolidated  Fund  as  an  expen¬ 
diture;  or 

4.  grants  or  assistance  payments 
to  municipalities,  school  divi¬ 
sions,  external  agencies,  com¬ 
mercial  organizations  and  pri¬ 
vate  individuals  which  are 
known  to  be  for  the  purchase, 
construction  or  improvement  of 
physical  assets. 

D.  Expenditures,  other  than  salaries 
and  wages,  related  to  the  fiscal 
year  just  ended,  processed  and 
paid  during  the  45  days  after  the 
end  of  the  fiscal  year,  are 
recorded  as  expenditures  for  the 
fiscal  year  just  ended.  Payments 
for  goods  and  services  made  after 
the  45-day  period  pertaining  to 
the  fiscal  year  just  ended  are 
treated  as  expenditures  of  the 
following  year. 

However,  accrual  of  expenditures 


28 


is  allowed  after  the  45-day  period 
if  required  to  show  the  accurate 
financial  condition  of  the 
Government,  pursuant  to  authority 
provided  under  Section  8  of  the 
Financial  Administration  Act.  In 
this  regard,  any  entries  made 
after  June  30  must  be  disclosed  in 
the  Public  Accounts. 

III.  ASSETS  AND  LIABILITIES 

The  Statement  of  Financial 
Position  is  prepared  in  accordance 
with  the  following  practices: 

1.  CASH  AND  EQUIVALENTS 

This  classification  is  comprised 
of  the  temporary  investments  of 
the  Province  which  are  increased/ 
reduced  by  the  net  balance/over¬ 
draft  in  the  Province's  bank 
accounts.  It  is  further  reduced 
by  the  amount  of  uninvested  cash 
belonging  to  the  Provincial 
Sinking  Fund.  This  cash  is 
designated  as  part  of  the 
Provincial  Sinking  Fund  and  will 
be  made  available  for  investment 
when  required. 

Temporary  investments  are  secu¬ 
rities  held  as  investments  of  the 
Government's  available  cash  flow. 
They  are  generally  comprised  of 
money  market  instruments  such  as 
term  deposits  and  negotiable 
securities  which  are  intended  to 
be  held  for  a  short  term.  All 
investments  are  shown  at  cost. 
The  net  bank  balance/overdraft  has 
been  adjusted  for  cheques  issued 
prior  to  and  not  presented  for 
payment  at  March  31st  and  for  cash 
in  transit. 

2.  AMOUNTS  RECEIVABLE 

Amounts  receivable  include  esti¬ 
mates  at  March  31  for  provincially 
collected  tax  revenues,  interest 
on  investments  and  advances,  the 
uncollected  balance  of  claims 
related  to  shared-cost  agreements 
with  the  Government  of  Canada  and 
significant  amounts  expected  to  be 


recovered  from  Crown  Corpora¬ 
tions,  Agencies,  Boards  and 
Commissions . 

3.  LOANS  AND  ADVANCES 

Advances  to  Crown  Corporations, 
Agencies,  Boards  and  Commissions, 
which  are  generally  interest 
bearing,  are  shown  under  this 
head ing . 

The  Sinking  Funds  provided  by 
Crown  Corporations,  Agencies, 
Boards  and  Commissions  for 
repayment  of  the  debt  issued  by 
the  Province  to  fund  advances  to 
these  entities  are  deducted  from 
the  advances. 

Certain  of  the  Crown  Corporations 
are  charged  with  responsibility 
for  administering  Government 
programs  for  which  they  receive 
funds  from  Government  appro¬ 
priations.  These  funds  are  applied 
by  the  Corporation  towards  the 
program  administration  cost, 
including,  in  some  cases,  a 
portion  of  the  interest  they  are 
charged  on  these  advances.  The 
principal  repayment  for  certain  of 
the  advances  is  dependent  on  total 
or  partial  funding  from  future 
appropriations  of  the  Operating 
Fund . 

Loans  and  advances  to  Municipal 
Corporations  or  others  under 
various  Government  programs  are 
included  here.  Certain  of  these 
amounts  may  be  interest  bearing 
depending  on  the  nature  of  the 
program. 

All  loans  and  advances  are  subject 
to  annual  valuation  to  reflect 
reductions  from  their  recorded 
value  to  their  estimated 
realizable  value.  Where  a  loan  or 
advance  has  been  partially 
written  down  to  reflect  a  perma¬ 
nent  decline  in  its  realizable 
value,  it  is  carried  at  its 
decreased  value.  Otherwise,  it  is 
recorded  at  cost.  Once  written 
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down,  the  value  of  the  asset  is 
considered  to  be  permanently 
reduced.  A  subsequent  increase  in 
value  is  recognized  only  when 
realized . 


4.  LONG-TERM  INVESTMENTS 

The  majority  of  the  Province's 
long-term  investments  consist  of 
shares  and  debentures  of  Crown 
Corporations.  All  investments  are 
subject  to  annual  valuation  to 
reflect  reductions  from  their 
recorded  value  to  their  estimated 
realizable  value.  Where  an 
investment  has  been  partially 
written  down  to  reflect  a 
permanent  decline  in  its 
realizable  value,  it  is  carried  at 
its  decreased  value.  Otherwise, 
it  is  recorded  at  cost.  Once 
written  down,  the  value  of  the 
asset  is  considered  to  be 
permanently  reduced.  A  subsequent 
increase  in  value  is  recognized 
only  when  realized. 


5.  VALUATION  ALLOWANCE 

A  valuation  allowance  is  provided 
to  reflect  decreases  in  the  value 
of  loans,  advances  and  long-term 
investments  and  is  adjusted 
annually  for  changes  that  have 
occurred  in  the  estimated  reali¬ 
zable  value  of  these  assets. 
Increases  in  the  valuation 
allowance  are  recorded  as  expen¬ 
ditures,  and  conversely  decreases 
in  the  valuation  allowance  are 
treated  as  a  reduction  to  expen¬ 
ditures  . 


mined  as  follows: 

A.  CROWN  CORPORATIONS,  AGENCIES, 
BOARDS  AND  COMMISSIONS 
LOANS, AD VANCES  AND  LONG-TERM 
INVESTMENTS 

1.  OPERATING  DEFICITS 

The  valuation  allowance  is  used 
to  provide  for  losses,  that  are 
other  than  temporary  declines, 
in  value  of  the  Government's 
investments  made  by  way  of 

loans ,  advances  or  purchase  of 
shares.  The  valuation  allow¬ 
ance  is  based  on  the  financial 
results  applicable  to  the  most 
recent  fiscal  year  completed 
prior  to  April  1.  Where  an 
assessment  of  the  accumulated 
deficit  indicates  a  prospect 
for  recovery  from  future 
operations,  the  amount  of 
valuation  allowance  is  adjusted 
accordingly . 

2.  NON-RECOVERY  OF  CAPITAL  INVEST¬ 
MENT 

A  valuation  allowance  may  be 
provided  where  there  is 
reasonable  evidence  that  the 
Province's  investment  will  not 

be  realized. 

If  the  Government  has  more  than 
one  type  of  investment  in  an 

organization  (eg.  common  shares, 
preferred  shares  and  debentures), 
the  valuation  allowance  is  assign¬ 
ed  against  the  investments  in 

order  of  priority  on  liquidation. 


Loans,  advances  or  long-term 
investments  may  be  written  down  in 
the  accounts  of  the  Government, 
pursuant  to  authority  provided 
under  the  Financial  Administration 
Act.  The  write  down  is  applied  to 
the  valuation  allowance,  whether 
it  occurs  in  the  year  the 
valuation  allowance  is  provided  or 
in  a  subsequent  year. 

The  valuation  allowance  is  deter- 


B.  OTHER  LONG-TERM  INVESTMENTS 

The  valuation  allowance  is  used  to 
record  losses,  that  are  other  than 
temporary  declines,  in  value  of 
the  Government's  investments  in 
other  than  Crown  Corporations, 
Agencies,  Boards  and  Commissions. 
The  valuation  allowance  is  based 
on  an  annual  valuation  of  the 
investments . 
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C.  LOAN  AND  SUPPORT  PROGRAMS 

The  valuation  allowance  is  used  to 
provide  for  the  estimated  amounts 
not  recoverable  under  a  Government 
loan  or  support  program.  The 
valuation  allowance  for  doubtful 
accounts  that  has  been  established 
for  that  loan  or  support  program 
is  recorded  by  means  of  a 
valuation  allowance  placed  against 
the  loan  or  advance  used  to  fund 
the  program.  Increases  to  the 
valuation  allowance  are  recorded 
as  an  expenditure  regardless  of 
the  timing  of  the  write-off  of  the 
uncollectible  accounts,  such 
write-off  being  applied  directly 
to  the  valuation  allowance. 

6.  AMOUNT  OWING  TO  THE  TRUST  FUND 

A  large  portion  of  this  money  has 
been  deposited  with  the  Minister 
of  Finance  in  accordance  with  the 
terms  of  the  legislation  regula¬ 
ting  the  management  of  sinking 
funds  and  the  investment  of  sur¬ 
plus  cash  of  Crown  Corporations, 
Agencies,  Boards  and  Commissions. 
Such  deposits  are  pooled  with 
other  available  funds  of  the 
Province  and  are  accorded  a  market 
rate  of  interest. 

7.  ACCOUNTS  PAYABLE,  ACCRUED  CHARGES 
AND  DEFERRED  REVENUE 

Cheques  issued  during  the  forty- 
five  day  period  after  March  31,  in 
payment  for  goods  and  services 
pertaining  to  the  fiscal  year  just 
ended  are  shown  as  accounts 
payable  rather  than  as  outstanding 
cheques . 

Accrued  charges  represent  interest 
payable  on  provincial  securities 
and  Trust  Funds,  and  include 
unfunded  liabilities  relative  to 
crown  entities  and  external 
agencies  at  March  31. 

Deferred  revenue  consists  of  money 
received  from  taxation  and 
shared-cost  agreements  which  does 
not  relate  to  the  fiscal  year  just 


ended.  It  will  be  recorded  as 
revenue  in  the  appropriate  year. 

8.  PROVISION  FOR  FOREIGN  CURRENCY 
FLUCTUATION  ON  MANITOBA  HYDRO  DEBT 

The  Province  retains  the 
obligation  to  pay  only  the  amounts 
that  have  been  provided  in  the 
Province's  accounts  in  respect  of 
this  debt  up  to  March  31,  1987. 
The  responsibility  for  foreign 
exchange  gains  or  losses 
associated  with  the  translation  to 
Canadian  dollars  of  the  Manitoba 
Hydro  United  States  dollar 
denominated  debt  was  transferred 
to  Manitoba  Hydro  effective  April 
1,  1987. 

9.  BORROWINGS 

This  category  includes  bonds, 
debentures,  secured  loans  from  the 
Government  of  Canada,  treasury 
bills  and  notes  and  preferred 
shares  issued  by  Manitoba 
Properties  Inc.  Securities  issued 
in  Canadian  funds  are  recorded  at 
par  value.  Securities  issued  in 
foreign  funds  are  recorded  at  the 
Canadian  Dollar  equivalent  of  the 
par  value  based  on  the  exchange 
rate  in  effect  at  March  31. 

Borrowings  are  reduced  by  the 
unamortized  balance  of  the 
discount  or  premium,  and 
commission  incurred  on  the  issue 
of  long-term  debt  which  will  be 
amortized  over  the  remaining  term 
of  the  debt  issues  for  which  these 
costs  were  incurred . 

Borrowings  are  also  reduced  by 
sinking  funds  which  are  maintained 
in  accordance  with  the  legal 
requirements  of  the  Province's 
direct  debt  instruments  and  the 
Financial  Administration  Act. 
Money  is  allocated  annually  to 
these  sinking  funds  on  the 
following  basis: 

A.  a  sum  equal  to  3%  of  the 
aggregate  amount  of  general 
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purpose  debt,  in  Canadian 
Dollars  converted  at  the  date 
of  issue,  outstanding  at  the 
end  of  the  preceding  fiscal 
year;  and 

B.  all  earnings  derived  from 
investing  the  sinking  fund. 

In  addition,  principal  repayments 
of  advances  by  agencies  which  are 
funded  by  the  issue  of  provincial 
securities  are  deposited  to  the 
sinking  fund,  provided  that  the 
principal  repayments  are  made 
prior  to  the  maturity  date  of  such 
secur it ies . 

The  total  shown  for  sinking  funds 
also  includes  sinking  fund  money 
provided  by  Crown  Corporations, 
Agencies,  Boards  and  Commissions 
with  respect  to  debt  incurred  on 
their  behalf  by  the  Government. 

10.  UNAMORTIZED  FOREIGN  CURRENCY 
FLUCTUATION 

This  balance  represents  the 
unamortized  portion  of  unrealized 
foreign  currency  gains  or  losses 
on  the  conversion  of  the  assets 
and  liabilities  of  the  Province  to 
Canadian  dollars  at  March  31 
rates.  It  also  includes  the 
unamortized  portion  of  realized 
foreign  currency  gains  or  losses 
on  the  conversion  of  the  foreign 
currency  debt  called  prior  to 
maturity  using  the  rates  in  effect 
at  the  time  of  the  call. 

When  translation  of  foreign 
currency  debt  occurs  at  March  31, 
any  fluctuation  since  the  previous 
fiscal  year-end  is  added  to  the 
unamortized  balance  for  each  debt 
issue  and  the  resulting  amount  is 
amortized  over  the  remaining  term 
of  the  issue.  The  amortization  is 
applied  to  the  Public  Debt 
expenditure  account.  When  the 
debt  matures,  the  actual  loss 
(gain)  from  the  amortized  value  is 
charged  (credited)  to  the  expen¬ 
diture  account. 


Where  an 

issue  of  debt 

is  called 

for  redemption  prior  to 

maturity 

and  refinanced  with  anot 

her  issue 

of  debt, 

the  original 

debt  is 

revalued 

at  the  date  of 

redemption.  Any  foreign 

exchange 

gain  or 

loss  compared 

to  the 

amortized 

value  is  then 

amortized 

over  the 

term  of  the  re 

placement 

issue.  This  applies  to 

only  the 

first  re 
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further 

replacement  is: 

sues  are 
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the  unamortized 

f  luctuati* 

nn  is  expensed. 

As  well  , 

i  f  the 
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of  the 

original 

issue  is  one 

year  or 

less,  the 

unamortized  fl 

uctuat ion 

is  fully 

expensed  in  the 

:  year  of 

redempt ion . 

11.  EXCESS  OF  LIABILITIES  OVER  FINAN¬ 
CIAL  ASSETS  AND  OTHER  OBLIGATIONS 
HELD  BY  THE  PROVINCE  CONSIDERED 
TO  BE  SIMILAR  IN  NATURE 

A.  SERIAL  DEBENTURES  OF  SCHOOL 
DIVISIONS  AND  DISTRICTS,  TRANS¬ 
FERRED  FROM  THE  MANITOBA  SCHOOL 
CAPITAL  FINANCING  AUTHORITY 
The  School  Capital  Financing 

Authority  Act  was  repealed  April 
1,  1983  at  which  date  all 

investments  and  money  held  by  the 
Authority,  as  well  as  debt 
payable  by  the  Authority,  was 
assumed  by  the  Government.  The 
investments  transferred  to  the 
Government  consist  of  serial 
debentures  issued  by  school 
divisions  and  districts  for  which 
the  Government  is  primarily 

responsible  for  repayment.  These 
securities  are  therefore  included 
in  this  category  because  they  do 
not  represent  a  claim  on  other 
parties . 

The  estimates  of  expenditure  pro¬ 
vide  an  annual  appropriation  in 
the  Consolidated  Fund  to  cover 
the  principal  and  interest  costs 
of  these  debentures.  The  cash 
drawn  from  this  appropriation  for 
the  required  annual  principal 

repayments  is  transferred  to  the 
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Province's  sinking  fund  where  it 
will  be  used  for  repayment  at 
maturity  of  the  debt  assumed  from 
the  Authority.  A  similar  treat¬ 
ment  would  be  accorded  any 
proceeds  from  the  sale  of  the 
school  debentures. 

B.  EXCESS  OF  LIABILITIES  OVER 
FINANCIAL  ASSETS 

This  account  and  the  account 
previously  described  represent 
the  difference  between  liabi¬ 
lities  which  are  financial 
claims  owing  by  the  Government, 
and  financial  assets,  which  are 
financial  claims  receivable  by 
the  Government.  Since  the 
physical  assets  and  materials 
inventories  of  the  Government  do 
not  constitute  a  financial  claim 
receivable  by  the  Government , 
they  are  not  considered  in  the 
determination  of  this  balance. 

IV.  CHANGES  IN  ACCOUNTING  POLICY 


of  $17  million  and  an  increase  to 
1987-88  costs  of  $2  million. 


Concurrent  with  this  change, 
borrowings  will  be  presented  on 
the  Statement  of  Financial 
Position  at  the  Canadian  dollar 
equivalent  of  the  par  value 
based  on  the  exchange  rate  in 
effect  at  March  31.  The 
unamortized  fluctuation  is 
presented  as  an  offset. 
Previously  these  borrowings 
were  presented  at  the  Canadian 
dollar  equivalent  of  the  par 
value  at  the  date  of  issue, 
augmented  by  the  amount  of 
fluctuation  that  had  been 
amortized.  This  revised  presen¬ 
tation  has  been  adopted  at  March 
31,  1988  and  at  March  31  ,  1987, 
for  comparative  purposes. 
However,  expenditures  for  the 
fiscal  year  ended  March  31,  1987 
have  not  been  restated  to  reflect 
the  effect  of  the  change. 


Section  10  of  the  Financial 
Administration  Act  requires  dis¬ 
closure  of  any  change  in  the 
accounting  policies  of  the 
Government  from  those  followed  in 
the  preceding  fiscal  year. 

A.  The  Province  has  calculated  the 
1987-88  amortization  of  fluc¬ 
tuations  in  currency  values  with 
respect  to  foreign  currency 
denominated  debt  using  the  March 
31  exchange  rate.  Previously,  it 
used  the  average  of  the  exchange 
rates  that  were  in  effect  during 
the  fiscal  year  just  ended  and 
the  preceding  two  years. 

This  has  resulted  in  an  increase 
to  amortized  fluctuation  losses 
for  prior  years  of  $205  million, 
and  a  decrease  in  1987-88  costs 
of  $12  million.  The  change  has 
also  affected  interest  on  public 
debt  payable  in  foreign  curren¬ 
cies,  as  well  as  the  amortization 
of  debt  issue  costs  resulting  in 
a  further  charge  to  prior  years 


B.  It  was  indicated,  in  the  1986-87 
Public  Accounts,  that  valuation 
allowances  considered  to  be 
non-recover able  would  be  recorded 
as  an  expenditure  appropr iaton  in 
the  year  subsequent  to  the  year 
in  which  this  determination  was 
made.  This  policy  has  now  been 
changed  so  that  the  loss  is 
recorded  in  an  expenditure 
appropriation  the  same  year  the 
loss  has  been  determined.  In  the 
case  of  accumulated  deficits  of 
Crown  Corporations,  Agencies, 
Boards  and  Commissions,  it  is  no 
longer  a  requirement  that  the 
asset  be  written  down  in  order  to 
charge  an  appropriation.  Changes 
in  the  allowance  are  charged 
(credited)  to  expenditure  regard¬ 
less  of  the  timing  of  the  write 
down  of  the  asset.  Valuation 
Allowance  increases  of  $19 
mi  1  lion  were  charged  to  1987-88 
expenditure  which  would  have  been 
charged  to  1988-89  under  the  old 
policy . 
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QUENT  TO 


C.  The  unfunded  liability 
costs  of  awards  made 
Criminal  Injuries  Compensation 
program  is  now  recorded  at  each 
fiscal  year-end  and  the  increase 
in  liability  is  added  to  the 
annual  cost  of  the  program.  The 
costs  of  the  program  were 
previously  recorded  on  a  cash¬ 
flow  basis.  These  costs,  $2 
million  for  1987-88  and  $13 
million  related  to  prior  years, 
had  not  previously  been  reflected 
in  the  Government's  accounts. 


D.  The  Province  has  assumed  liabil¬ 
ities  for  losses,  previously 
considered  to  be  outside  the 
Consolidated  Fund,  incurred  by 
the  Manitoba  Public  Insurance 
Corporation  and  the  Workers 
Compensation  Board.  This  has 
resulted  in  the  recording  of 
expenditure  of  $75  million  for 
1987-88.  Prior  to  this  change, 
such  losses  were  only  recognized 
if  the  Government  had  a  loan, 
advance  or  investment  recorded 
for  the  crown  entity. 


E.  The  consolidaton  of  Manitoba 
Properties  Inc.,  Manitoba 

Properties  Leasing  Inc.  and 
Manitoba  Properties  Management 
Inc.  is  a  change  in  the  reporting 
entity  and  has  been  applied 
retroactively  to  March  31,  1987. 


Section  8(2)  of  the  Financial 
Administration  Act  requires 
disclosure  of  entries  made  after 
June  30th  respecting  transactions 
of  the  preceding  year.  Accor¬ 
dingly,  the  following  are 
reported : 

A.  ENTRIES  TO  REFLECT  ACCOUNTING 
POLICY  CHANGES 

The  changes  in  accounting  policy 
described  in  Section  IV  above 
were  based  on  recommendations 
resulting  from  a  study  requested 
by  the  Government.  These  recom¬ 
mendations  were  received  subse¬ 
quent  to  June  30,  1988,  and 

therefore  the  related  entries 
were  made  subsequent  to  that 
dat  e . 

B.  WRITE-OFF  OF  LOANS,  ADVANCES  AND 

LONG-TERM  INVESTMENTS 
Authorization  for  the  write-off 
of  $10  million  of  loans,  advances 
and  long-term  investments,  as 
detailed  in  note  12  to  the 
Financial  Statements,  was  provi¬ 
ded  by  order-in-council  1266/88 
approved  on  October  19,  1988, 

and  was  effective  retroactively 
to  March  31 ,  1 988 . 
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